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even when the goods dealt in were destined for sale in some
other country. Moreover, banks all over the world were willing
to buy and hold bills drawn on London banks or accepting
houses, because the bills could readily be sold in the London
discount market, and the proceeds transmitted anywhere.

London in fact was pre-eminently the centre of all the finan-
cial markets of the world. It boasted a free discount market,
a free foreign exchange market, and a free bullion market.
These three institutions constituted it the monetary centre or
'clearing house9 of international business. The London dis-
count market was the principal factor in the regulation of
credit throughout the world. It provided rediscounting facili-
ties for every bank that held sterling bills. Through the discount
market the Bank of England, when it raised or lowered bank
rate, induced a contraction or expansion of credit wherever
trade was financed with bills on London. The acceptance
business made London a short-term creditor of all those foreign
traders on whose account bills had been accepted. Stringency
in the discount market resulted in some of this indebtedness
being called up.

Besides the British merchant bankers or accepting houses,
and the British-owned exchange banks, foreign banks estab-
lished London branches which accepted sterling bills.

London likewise played a leading part in the investment
markets and the capital flotations of the world. Its pre-eminence
was not quite so unrivalled as in the credit system. But Great
Britain was far the greatest exporter of capital, and the London
Stock Exchange had much more international business than
that of any other centre.

The export of capital had received something of a set-back
from the repudiation of American State debts in 1841-2. And
the railway boom of 1845-7 tended for a short time to keep
British capital at home. But railway development in Europe
and America soon revived external investment, and the rising
prices and industrial prosperity of the period from 1850 to
1873 provided a surplus of savings seeking outlets abroad. In
the years 1871-3 of exceptional cyclical activity, the export of